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Financial and Operating Highlights 


Financial 


Restated Period of 
Twelve Months Nine Months 
Ended Year Ended Ended 
Sept.30,1970 Dec. 31,1969 Sept. 30,1970 
$000 $000 $000 
Sales & Operating Revenues: 
Oil & Gas Sales less Royalties.... $14,584 $13,535 $10,221 
Asphalt Paving & Construction.... 32,568 Zi NOS 23,841 
Petroleum Marketing & Chemicals 9,516 87713 7,318 
Othe ane eee eee ae oe ee, 893 745 693 
Ota leer tre acter sanes G5)7/ Sl $50,099 $42,073 
Cash Flow—Net Income plus 
Depreciation, etc.......... $13,119 $12,263: $ 8,839 
Per common share outstanding... $1.02 96¢ 68¢ 
Net Income—after allowance for the 
interest of minority shareholders 
in the net income of a subsidiary 
30) 9] OE Aa NPs ot na a Ree A $ 5,142 $ 4,843 $ 3,585 
Per common share outstanding... 40¢ 37¢ 28¢ 
Long Term Debt 
Less current maturities........... 2,924 4,104 2,924 
Working Capital...................0.-. $ 7,424 So s5 $ 7,424 
Operating Period of 
Nine Months 
Year Ended Ended 
Dec. 31, 1969 Sept. 30, 1970 
Net Production 
Crude Oil & Natural Gas Liquids—Barrels....... 5,185,811 4,042,775 
Dall YEA Chag Gk wee tub n sence Odin a teeaeuar he 14,208 14,808 
Natural Gas—Thousands of Cubic Feet.......... 5 SSi7/ OOS 4,700,059 
DAN VRAV Gla C.ar ecnncase ee wage ss ceue 3 cede ener mer 16,267 17,216 
Net Proven Reserves 
Crude Oil & Liquids—Barrels.................... 66,549,700 65,888,100 
Natural Gas—Thousands of Cubic Feet.......... 122,952,000 133,600,000 
SEO Sa ONS ear coe eb e sf civ ace ohaee eimeiee 2,200 25,360 
Total Barrels—Converted ona price-equivalent basis. 73,029,020 73,013,763 


The Annual General Meeting of Shareholders will be held at Calgary, Alberta on 


March 17, 1971, at 10:00 A.M. 


\ 
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Report of the Directors 


To the Shareholders of Ashland Oil 
Canada Limited: 


On September 4, 1970, shareholders 
approved a plan of reorganization 
which included the recapitalization of 
Canadian Gridoil Limited, the issuance 
of common stock for substantially all 
of the Canadian assets and businesses 
of Ashland Oil, Inc. and the 
amalgamation with a wholly-owned 
subsidiary to create Ashland Oil 
Canada Limited. Shares of the Company 
are now registered for trading on the 
Toronto, Calgary and American stock 
exchanges. 


Ashland Canada’s fiscal year-end has 
been fixed at September 30 and, as the 
last report to shareholders was for the 
fiscal year ended December 31, 1969, 
we are now reporting to you on the 
affairs of the amalgamated Company 
for the nine-month period ended 
September 30, 1970. 


This first report will provide an 
indication of the magnitude and 
diversity of the activities of the 
amalgamated company and includes 
cash flow and income history for the 
various operating divisions. The 
reorganization was complex, involving 
many separate entities with different 
financial reporting periods. 
Comparisons with prior years are 
therefore available only on a pro forma 
basis. 


Total revenue for the nine-month 
period was $42,073,000 and net 
earnings were $3,585,000, or $0.28 
per share. Cash flow from operations 
totalled $8,839,000, or $0.68 per 
share. 


The Company’s long-term debt 
totalled $2,924,000, resulting ina 
debt to equity ratio of approximately 
four per cent. Working capital at the 
end of the period was $7,424,000. 


This drill site in Athabasca, Alberta, 
was one of 11 successful exploratory 
completions made by Ashland 
Canada during the nine month 
reporting period of 1970. 


Ashland Canada is a broadly based 
company, primarily engaged in the 
exploration for and the production of oil 
and gas. During September 1970, the 
Company's Oil and Gas Division 
produced an average of 15,400 barrels 
of oil and 21.8 million cubic feet of gas 
per day. Oil and gas sales revenue for 
the nine month period was $10.2 
million. The recent increase of 
approximately 25¢ per barrel in the 
posted field price for crude oil will 
have a significantly beneficial effect 
on 1971 cash flow and earnings. 


Ashland Canada is also engaged in 
time-proven and successful operations 
in asphalt paving and construction, the 
packaging and marketing of petroleum 
products, and the manufacture, 
packaging and marketing of industrial 
chemicals, plastics and resins. 


A new organizational structure has 
been created to ensure maximum 
efficiency and growth. In addition to the 
Oil and Gas Division, five other 
divisions have been established on an 
operational and geographic basis with 
direct responsibility for profitability: 


Warren Bitulithic Division and Columbia 
Bitulithic Division (asphalt paving); 
Valvoline Oil Company of Canada 
Division (packaging and marketing of 
branded petroleum products); 

Industrial Chemicals and Solvents 
Division and the Resin and Chemical 
Division (manufacturing, packaging 

and sales). 


The accounting and financial control of 
all operations is centered with the 
corporate group in Calgary. 


The paving and construction divisions 
achieved sales totalling $23.8 million 
during the nine-month period, and 
contributed $2.0 million to cash flow. 
The prospect for continued growth in 
these divisions is good. 


The Valvoline Oil Company of Canada 
Division achieved total sales of $1.9 
million for the period, and contributed 
cash flow of $162,000. The division 
markets petroleum products to jobbers 
and distributors across Canada. Sales 
in Canada over the past five years have 
grown at an annual compound rate of 
19 per cent, while net income has 
grown at the rate of 13 per cent in the 
same period. We believe there are 
significant, expanding markets in 
Canada that will contribute to the 
continued growth of this division. 


The Company’s chemical divisions 
recorded total sales of $5.4 million 

for the period and contributed $343,000 
to cash flow. The Industrial Chemicals 

& Solvents Division, based in Toronto, 
and the Resin & Chemical Division, 

with a Toronto plant, market products 
primarily in Ontario, Quebec and the 
Maritimes. 


Looking to 1971, Ashland Canada is in 
a strong position to expand investment 
in all areas of its activity. The Company 
has projected capital expenditures 
during fiscal 1971 at $14.0 million, of 
which approximately $10.5 million will 
be allocated to oil and gas exploration 
and production. 


The Company is pursuing an aggressive 
exploratory and development drilling 
programme relative to its present strong 
acreage position. We plan to expand 

our land holdings, with particular 
emphasis on northern Canada. 


Ashland Canada is participating, 
through a gradual investment 
programme, in exploration for and 
evaluation of hard mineral prospects. 
Opportunities for expansion of our 
activities in metals exploration are 
under consideration. 


Plans for the construction of a carbon 
black plant with a capacity of 40 million 
pounds a year at St. David in the 
Province of Quebec are being finalized. 
Construction of the $7 million plant is 
to begin in 1971, with completion 
projected for the spring of 1972. This 
plant will be financed in part by a 
Regional Development Incentives Act 
grant of $1,170,000 from the 
Government of Canada. 


We also propose to invest in the 
expansion of the other areas of our 
present operations and to pursue 
acquisition opportunities which would 
add to the assets and profitability of 
Ashland Canada and strengthen its 
competitive position. 


We are confident North American 
refiners will, more than ever, look to 
Canadian oil and gas for a secure 
overland supply, and believe that 1971 
promises to be a period during which 
Canadian crude oil will gain freer 
access to market demand. 


Management is proud of the Company’s 
employees and appreciative of their 
efforts in the task of amalgamation and 
reorganization. The continued 

support of our shareholders and 
customers is appreciated. 


VOLE DOPE GD: 


SaGaINICKICmSiz 
Chairman of the Board 


ident and Chief Executive Officer 


February 12, 1971 
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Oil and Gas Exploration and Production 


The Oil and Gas Division of Ashland 
Canada includes three previously 
separate entities: Canadian Gridoil 
Limited, Canadian Ashland Exploration 
Ltd., and the Canadian Division of 
Ashland Oil, Inc. Integration of staff 
and operational functions is 
proceeding smoothly. 


e Income from oil and gas sales of the 
division for the nine month period 
ended September 30, 1970 totalled 
$10.2 million. Operating income for 
the period was $7.3 million after 
operating expenses of $2.9 million. 


e Crude oil and natural gas liquids 
production for the reporting period 
averaged 14,800 barrels a day 
compared to 14,200 barrels a day for 
the year ended December 31, 1969. 


« Natural gas production increased to an 
average of 17.2 million cubic feet a day 
for the reporting period, compared to 
16.3 million cubic feet a day for 1969. 


e The Company now holds petroleum 
and natural gas rights covering 14.9 
million gross and 4.4 million net 
acres. Included are fee mineral titles 
on 1.9 million gross and 0.9 million 
net acres. These substantial holdings 
in fee minerals are located primarily 
in Saskatchewan and Manitoba. 


¢ We participated in drilling 87 gross 
wells, resulting in 30 oil, 9 gas, 4 
service wells and 44 dry holes. Of 
these, 13 gross wells were drilled at 
no expense to the Company under 
farmout by others on Ashland Canada 
lands. The drilling programme added 
17 net oil wells, 3 net gas wells and 3 
net service wells to the Company. 


e We made capital expenditures 
totalling $6.2 million for exploration, 
property acquisition, and the 
maintenance and development of 
producing facilities. 


Legend 
@ Ashland Land Holdings 
Oil Field %» Gas Field 


Ashland Canada’s holdings in 

Alberta and British Columbia totalled 
1.7 million gross acres at the end of 
the current reporting period. An active 
land acquisition programme will 
expand this coverage in 1971. 


Oil & Gas Division—Operating Income 


Millions of Dollars 


Depreciation 


MB Tax 
a Net Income 


Dec. 
68 


Dec. 
67 


Dec. 
66 


USCS OG Ome O67 IGS S691 917.0 


Dec. 


Proven Remaining Oil & Gas Reserves 


Sept. 


69 70 


Note: Natural Gas Reserves are converted on a 


price-equivalent basis. 


Drilling Activity—Nine Months Ended September 30, 1970 


Oil Gas Service Dry Total 
Exploratory....... 4 i O Si 42 
Development..... e263 ZB 4 13— 45_ 
Gross Wells....... 30 9 4 44 87 
Net Wells......... 1 7/ 3 § 18 41 


Ashland acted as Operator in the drilling of 52 wells, or 60% of the programme. 


Oil and Gas Reserves (Net of Royalties) 


Success 
Ratio 


26% 
71% 
50% 
56% 


Sept. 30,1970 Dec.31,1969 


Crude Oil & Natural Gas Liquids—Barrels 


ProveniDeveloped Magasert cs itrraaa cine criccincac seein ccacicisirotesierore achaceraeh ticle 65,888,100 66,549,700 
ProbablesAdditionalatczmen, coe see ne cima aes cree ote Go ice Oto 47,008,680 45,508,300 
Total Betredecmmcy-cc ction tem resoe crete terse eure sation AIR alten eee 112,896,780 112,058,000 
Natural Gas—Millions of Cubic Feet 
ProveniDeveloped wi manmrichintscon aw Mereel ance tna ae ca comittaeeh aceite 133,600 122,952 
ProbableAdditionalsas. oroscse.cn acumen tat oo niee coca nen seeders 22,871 22,871 
Total Sopro crete scot eniatxcp teva een cake treason telon ere acter. etote eroeimrereker ante 156,471 145,823 
Sulphur—Long al ons) crnicc athe aeicn ccctustserctee nh arais tein aiarsietsioreine ord ee cases 25,360 2,200 
Total Barrels—Converted on a Price Equivalent Basis 
Provenv Developed etmaercccariicrrceniatireinste mierrvei terse aieiciciele moc ae aroeen 73;013;5763 73,029,020 
Brobable:Additionalisxsctrertevicosmrmtcmen cnr centre aerate sareteetsrerr tae 48,212,416 46,712,036 
aN Oba Sere oretecscsaven 'ecderetu cause ehsvene ehataanve cd cuet ett op oseaucersocay ep ekyatanateraiatcia Sebati MRLs 121,226,179 119,741,056 
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Exploration 


During the reporting period, our 
exploration activities included: 


¢ The investment of $2.0 million for 
geophysical work, exploratory drilling 
and acreage acquisition. 


The drilling of 42 exploratory tests in 
western Canada which resulted in the 
completion of 11 wells for oil and/or 

gas production. 


¢« The acquisition of 98,000 net acres 
in western Canada through purchase 
or drilling agreement. 


¢ The acquisition of an interest in 
1,757,000 acres in Canada’s East 
Coast offshore area. 


An expanded exploration and 
acquisition programme is planned for 
1971. 


The strong and ever-increasing demand 
for natural gas and crude oil makes 
western Canada, with its ready access 
to transportation systems, an attractive 
area for exploration. We plan to increase 
our acreage holdings and thereby 
broaden our exposure in western 
Canada, which we believe has the 
potential for further significant 
discoveries. 


Special emphasis over the long term will 
be directed toward substantial 
expansion of our present acreage 
position in the Northwest Territories, 
Arctic Islands and East Coast 

offshore areas. 


Legend 

Ashland Land Holdings 
Location 

Oil Well 

Gas Well 

Dry or Abandoned 
Injection Well 


Kose 0M 


Areas of particular interest are 
discussed below. 


Boundary Lake, Alberta 


During 1970 we acquired a 50 per cent 
interest in 2,000 acres in the Boundary 
Lake area. Three Triassic oil wells have 
since been completed and are on 
production. Additional wells will 

be drilled on this property during 

1971 and further exploration is planned 
for the area. 


Athabasca, Alberta 


Ashland Canada now holds a 50 per cent 
interest in 20,700 acres in the 
Athabasca area, of which 16,900 acres 
were acquired during 1970. An 
exploratory test on the block was 
completed as a multi-zone gas 
discovery. We drilled four stepout wells 
which resulted in two gas completions 
and two dry holes. We are optimistic 
about the prospects for this area and 
will continue our evaluation programme. 
Negotiations are under way for the sale 
of the gas under long term contract. 


Craigend, Alberta 


We hold interests ranging from 16% 
per cent to 25 per cent in 33,900 acres 
in the Craigend area. A shallow gas 
discovery drilled on this prospect 
during the year was followed by two 
further commercial gas completions. A 
continuing drilling programme is 
planned for 1971. 


St. Bride, Alberta 


Ashland Canada holds a 50 per cent 
interest in 15,300 acres in the St. 

Bride area, on which a commercial gas 
discovery and a stepout well have been 
completed. Interests in an additional 
33,400 acres in the area have since been 
acquired and further drilling is planned. 


Cherhill, Alberta 


In recent years the Company acquired 
interests in 240,000 acres in this area 
located 50 miles northwest of 
Edmonton. The Cherhill and Alexis oil 
fields were discovered and developed 
on the lands and two commercial gas 
wells were completed. Extensive 
geophysical work has been conducted 
and exploratory drilling is planned 

for 1971 in this area of prime interest. 


Moberly Creek, Alberta 


The Company is participating to the 
extent of a 17.5 per cent interest in the 
drilling of an 11,000 foot Mississippian 
test on a farm-in of 72,000 acres in this 
foothills area. The test now drilling will 
evaluate a major seismic feature typical 
of high reserve deep gas fields in the 
Foothills Belt. 
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Exploration 


Arctic Islands 


The discovery in the Arctic Islands of 
major gas reserves by Panarctic’s Drake 
Point well, and the recent wild well at 
King Christian, has greatly enhanced 
the potential for discovery of significant 
hydrocarbon reserves in this frontier 
area. 


e Ashland Canada is a one per cent 
shareholder in Panarctic, which is 
involved in an active exploration 
programme in the Arctic Islands. 
Approximately $40 million has been 
expended by the Panarctic Syndicate 
and further expenditures of $30 
million have been committed by 
participants. 


e We hold interests in 8.1 million acres 
in the Arctic Islands, of which 6.8 
million acres have been farmed out to 
Panarctic. There are indications that 
drilling on or near these interests may 
be conducted through Panarctic 
during the coming year. 


e We have retained our 70 per cent 
interest in 177,200 acres on Prince 
Patrick Island and anticipate that one 
or more wells will be drilled by others 
on the island during the year. 


e We hold a 50 per cent interest in one 
million acres in the Lancaster Straits 
area. Negotiations are under way to 
contribute this acreage, along with 
some 12 million acres owned by 
others, to a new company known as 
Magnorth Petroleum Ltd. Through a 
shareholding of Magnorth, Ashland 
Canada will own an indirect interest 
in the total block of more than 13 
million gross acres. The consolidation 
of these lands under one organization 
will make for a more efficient 
exploration effort. The group has 
already participated in 2,300 miles of 
ice breaker marine seismic, which is 
now being reviewed. 


We are reviewing various alternatives 
for the expansion of our acreage 
position and for achieving a greater 
participation in exploration in the 
Arctic Islands. 


Oil and Gas Acreage Holdings as at September 30, 1970 


Gross Acres 
Petroleum and Natural Gas Rights 
YAN oye) gta Vin a biaeeen ci ns staan a ewer de cous Geer OL SEE neat ka ire Men NOL eye mae RAMS Biot aac oe 1,550,475 
BritishiColumbiameeres rer ecm tine ceo rae ern ee cryin omnes 154,632 
SASKALCHEWallerny Meee Tater arr ere ieee Siete) eer eee eae 714,445 
Manito base news nee cate tere ticr cys i Ae RMT Pier CEE ed Lain WOM fener eae ena 9,424 
INOthWeStLernitonieS sme y meee tan a catetc on eee eerie eae rseeT RA taye Cat etn erat creer 677,328 
ArcticsiSland's Seceen evn scratt al cen Sea el Pete ore ae teray Aen arate CS 8,081,917 
EastiCoast-Offshorecpnve nieces: cctee Gia re orer ae ocEne oreo ree ae A 1,796,609 
WRoTah eal pistes acutects a olctecatuenoatectaer opr iet oc oa AO GMO Roe DORM roa on ene 91,425 
RICE Eo 2a ote nouee oS Oe eae i eee ase rohan Sinai Guat er ee Ria Steeta aaom ee 13,076,255 
Mineral Title Ownership 
SASKATCHS Waiter recs tere Meee rare eee ee en en ae eee ee 1,003,894 
Mamitob dimers antares eee hocinl nny een SAA TAOS AAR Chen Oona BOS 753,000 
North: Dako tag ayers ers nercrctanccarrerce te eens sar rt aoe ee eaten erarccsherls 144,734 
SR Ottal l See ce Secret oot ctcay te aNe cus rece OPS eR Rav TTR TSE roe 1,901,628 
otal Holdings areca eect ee ee terrae ate etene ernie prac nto ieie inte 14,977,883 


*Royalty interests are not included. 


Net Acres* 


716,398 
63,577 
428,892 
7,838 
96,789 
1,771,326 
302,549 
45,715 


3,433,084 


501,947 
376,500 
26,531 


904,978 


4,338,062 


**In addition to the above described interests, the Company owns approximately 1% of the outstanding 
shares of Panarctic Oils Ltd., which is actively engaged in exploration for hydrocarbons in the Cana- 
dian Arctic Islands. Of the gross Arctic Islands acres shown above, 6,839,980 acres are farmed out to 
Panarctic Oils Ltd. The net Arctic Islands acreage in the above table will be reduced by 869,191 acres 


to 902,135 net acres, after Panarctic has performed under various farmout agreements. 
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Production and Development 


During the reporting period the 
Company invested $4.2 million in the 
development and maintenance of 
producing properties. 


A total of 45 development wells were 
drilled, resulting in the completion of 
26 oil wells, 2 gas wells, 4 service wells, 
with 13 dry holes. 


The Company is the managing operator 
of 15 units and 864 wells in western 
Canada. The Company owns interests in 
more than 8,000 gross wells, 
representing 694 net oil, gas and 
service wells. 


An aggressive programme to enhance 
present producing properties is 

under way. Unitization and pressure 
maintenance projects have been 
proposed or recently initiated in several 
areas. Every effort is being made to 
maximize the capability of properties 
now producing or capable of producing 
in order to take full advantage of 
increased market demand. 


Southern Alberta 


Increased demand and higher crude oil 
prices have enhanced our present 
holdings in southern Alberta, from 
which we produced 346,000 net barrels 
during the reporting period. A 
programme of development drilling, 
unitization and pressure maintenance 
has been designed to expand 

reserves and production rates on 
existing properties. 


Inga, British Columbia 


The Company now participates in three 
units in the Inga area. Two of these, 
one gas and one oil, were formed 
during 1970. Gas sales are expected to 
begin in 1971. Pressure maintenance 
should increase production from the 
two oil units. Additional exploratory 
drilling is planned during 1971 for this 
prospective area, which has ready 
access to existing oil and gas pipelines. 


Canadian crude oil, on its way to a 
refinery, pauses first at a prairie tank 
battery. Ashland Canada is 
producing an average of 15,000 
barrels of crude a day. 


Net Crude Oil Production per Day— 
For Month of September, 1970 


Production of Crude Oil & N.G. Liquids 


Field/Area Barrels per Day 

Alberta 
Pembinawate scree caer 3,590 
HayS2a. eee omens 922 
Cherhilline. eopoceee ects Lyfe) 

Willesden Green............ 560 
Swan Hills-Kaybob.......... 439 
Rainbow=Zamasseceenenentee 356 
Ferrier-Hespero............. 298 
GrancdiGoOnkSmeareer nee 216 
David Seco cer arn inate Pais) 
Othersscen eee eee 634 
Total pe ae eee eee 7,805 (51%) 

Saskatchewan 
Gull’ bakese eee eee a 1,543 
her bruni er ee eee nree 803 
Weyburn neem ttre 752 
Steelimanianeeercornct cone ee 660 
Hastingsiieccnescce na eoee 428 
Cantuarieneererrocecr treo 334 
Midalles:eetarascetkateepesce cer sili 
Alamedamru-sener os eon 300 
Cther. a cea aes 5450 1965 1966 1967 1968 1969 1970 

Totala nator eee 5,855 (38%) 

British Columbia as 
Wieaselliasn nate ret rer 866 Natural Gas Sales 
Ia o#= Roce Rte acta citca aac oe 464 
Ghee pak avery Gem 230 Millions of Cubic Ft. per Day 

Totalin erie creo oat 1,740 (11%) 
Grand Total............... 15,400 


The average price per barrel received by the Com- 
pany during the month of September was $2.42. 


Net Natural Gas Production per Day— 
For Month of September, 1970 
SS ES SAS EE TTT 


Million Cubic 

Feet per Day 

AlBertanniccccocton meee s seeiteverers 15.15 (70%) 

British Coltimbiapemmeacetrrrcmsimeerra 4.38 (20%) 

Saskatchewannascacuesee- ose omen 2.27 (10%) 
Total vegeta eee aan sone ees 21.80 


F F Dec. Dec. Dec. Dec. Dec. Sept. 
The average price received by the Company for 
gas during September was 12.7¢ per thousand 65 66 67 #468 69 70 
cubic feet. 
SwRI SES 
Interest in Wells—Gross and Net—September 30, 1970 
Shut-In 
; Shut-In Oil and 
Oil Gas Gas Service Service Total 
Albertavauieocnsusee nay aanee case 2) 2a 183 Sfo} 722 64 4,275 
SyetiSla COUUUAMPTELS agen on on ccacoe 199 9 2 8 2 220 
Saskatchewan eee P{OF/ AL is if L376 Shi/ 3,504 
Total Gross Wells............... 5,541 205 44 2,106 103 7,999 
Total Net Wells................. 541 33 14 106 — 694 
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Production and Development 


Keystone-Pembina, Alberta 


Ashland Canada now holds interests 
averaging 38 per cent in five Belly River 
Units and one Cardium Unit in the 
Keystone-Pembina area, five of which 
we operate. The Company has recently 
developed an additional water supply 
for purposes of unit water injection. We 
anticipate that revised allowables from 
higher water injection rates will increase 
production and income from the units. 


A gas conservation programme which we 
have initiated will produce 7 million 
cubic feet per day, commencing in 
mid-1971, from six units in this area. 

In conjunction with this programme, 

the Company is proceeding with the 
development of other known gas => 
reserves for readily available markets. ee ge ee 


Southwest Saskatchewan 


The Company operates two units in 
southwest Saskatchewan, and the 
formation of three more units is in 
progress. Fourteen development wells 
were completed during 1970, and, with 
the commencement of pressure 
maintenance, should increase our oil 
production income from the area. 
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We are negotiating the sale of gas 5 
from a wholly-owned field and the E 
development of a gas storage reservoir a 
as a peak load reducer. It is expected 

that this project will begin in 1971. 


Crude Oil Supply Department 

We purchase crude oil and natural gas 
liquids at the wellhead in western 
Canada for resale on a fee basis. Our 
Crude Oil Supply Department will 
handle crude oil procurement for 
Ashland Oil, Inc., the largest United 
States user of Canadian crude oil east 
of the Rocky Mountains. This operation 
commenced in fiscal 1971, and we 
anticipate purchase and re-sale volumes 
will reach 80,000 barrels a day during 
the year. 


The Mackenzie Valley Pipe Line 
Research Limited 


The Mackenzie Valley Pipe Line 
Research Limited test facility at Inuvik, 
Northwest Territories, is developing 
practical, economic methods of building 
and operating pipelines in the Arctic 
environment. A field research project 
has been in continuous operation since 
March, 1970. 
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Ashland Canada is one of 16 companies 
which formed this research company to 
develop data which would be required 
for the economic construction of a 
pipeline to serve the northern extremity 
of North America. The major discovery 
at Prudhoe Bay in Alaska and the 
promising Mackenzie Delta and Arctic 
Island areas indicate potential oil 
accumulations capable of producing 
several million barrels a day. 
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Mineral Exploration 


Ashland Canada now holds directly, or 
by option, interests in mineral claims 
and permits totalling 472,000 acres in 
Canada. Most of the properties are 
located in northern Saskatchewan, 
British Columbia, the Yukon and the 
Northwest Territories. 


During the nine-month reporting period, 
we invested $150,000 in exploration for 
metals. We project capital expenditures 
of $300,000 during the coming year. 


World demand for all metals is growing. 
We intend to further expand our 
participation and investment in 
exploration for and evaluation of hard 
minerals. With this objective in mind, 
various alternatives are being 
considered, including the acquisition of, 
or investment in, companies now active 
in the mineral industry. 


Projects of particular interest are: 


Carcross Area, Yukon 


Ashland Canada and two other 
companies, each having a one-third 
interest, have completed a geological, 
photogeological and geochemical 
survey over a 9,600 square mile area in 
the Yukon. We have evaluated the 
results of this preliminary exploration 
work and have taken claim blocks in 
specific areas. 


Mount Haskin, British Columbia 


The Company owns approximately 15 
per cent of the outstanding shares of 
Della Mines Limited, which owns 161 
mineral claims in the Mount Haskin 
area. We and others have spent in 
excess of $500,000 in exploration and 
evaluation of the property. Drilling to 
date indicates 13 million tons of 0.17 
per cent molybdenite over an area 
2,000 feet long and 400 feet wide. 
Additional tonnage will be necessary 
to justify mine and mill investment. 


Recent core hole drilling on a separate 
portion of the property has yielded 
values in silver, copper, zinc and 
bismuth. A programme of evaluation is 
planned for the coming year. 


Spurred by growing world demand, 
Ashland Canada is participating in 
exploration for hard minerals. 


Caltor Syndicate 


Ashland Canada holds a one-third 
interest in the Caltor Syndicate formed 
to explore for and evaluate mineral 
prospects in western and northern 
Canada. The syndicate, formed in 
1969, is capitalized at $660,000, of 
which $220,000 was expended as of 
September 30, 1970. 


The syndicate holds claims or options 
on claims in six areas totalling 182,270 
acres. These areas are presently being 
evaluated. . 
 BRITigy fat =n 
Australian Syndicate Fe ea sat | 
In addition to its Canadian operations, ee 
Ashland Canada joined with three other 
Canadian mining companies in 1970 to 
form an Australian Syndicate. This 
syndicate is now involved in the 
preliminary phase of an exploration 
programme, and holds 58 mining claims 
in nine separate blocks totalling 17,000 
acres in western Australia. 


MOUNT HASKIN 
CLAIM MAP 
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Asphalt Paving and Construction 


Ashland Canada is engaged in the 
manufacture and application of 
bituminous all-weather surfacing for 
highways, shopping centres, and 
industrial and residential developments. 
Our two asphalt paving and construction 
divisions, Warren Bitulithic, head- 
quartered in Toronto, and Columbia 
Bitulithic, based in Vancouver, operate 
in Ontario, the Maritime provinces, 
British Columbia and Alberta. 


Warren and Columbia together 
represent the largest operation of its 
kind in Canada. 


e The divisions contributed $2.0 million 
in cash flow to the Company on sales 
of $23.8 million during the nine 
months ended September 30, 1970. 


¢ Cash flow contribution for the period 
of 12 months ended September 30 
was $2.8 million, an increase of 
$492,000 or 21.4 per cent over the 
$2.3 million for the previous year. 


¢ Total sales for the 12 months were 
$32.6 million, representing a 19.9 
per cent increase over sales of $27.2 
million for the same period a year ago. 


The Canadian Rockies loom in the 
background as men of the Columbia 
Bitulithic Division lay asphalt over 
Rogers Pass in Glacier National Park, 
British Columbia. 


Warren and Columbia own and operate 
32 asphalt plants, 20 of which are 
installed on permanent commercial 
locations. The remaining 12 are portable 
for use near specific job sites. The 
plants on commercial locations are 
highly automated and allow production 
of asphaltic concrete to a wide range of 
customer specifications. The divisions 
own, or have under long term lease, 
sizeable sand and gravel reserves. 


The asphalt paving and construction 
divisions operate with a permanent 
staff of about 450, adding 1,000 to 2,000 
employees during peak construction 
periods. Total salaries and benefits 

paid during the 12 months exceed 

$8 million. 


The Columbia Bitulithic Division has 
recently taken a long-term lease on 
properties containing 3 million tons of 
aggregate at Haney, on the Fraser River 
near Vancouver. Loading and unloading 
facilities are being constructed on the 
river to allow the use of water trans- 
portation to deliver the division’s 
aggregate to Vancouver. This project, 
involving a capital investment of 
$317,000, should further enhance the 
division’s competitive position. 


The outlook for our asphalt paving and 
construction operations appears good. 
Our divisions hold a strong competitive 
position in two of Canada’s highest 
growth areas, southern Ontario and the 
British Columbia mainland. Opportuni- 
ties to expand our operations into the 
Prairie Provinces and Quebec are being 
examined. 


Construction Divisions—Operating Income 
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_ Depreciation 
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Petroleum Marketing Operations 


The Valvoline Oil Company of Canada 
Division is engaged in compounding, 
packaging, and distributing automotive 
lubricants, industrial oils, greases, gear 
oils, rust preventives and other 
petroleum products. 


The division recorded gross sales of 
$2.5 million and cash flow of $200,000 
for the period of 12 months ended 
September 30, 1970. Net income was 
$171,000, an increase of seven per 
cent over the previous year. 


Bulk storage and packaging facilities 
are operated in Toronto and Vancouver. 
Sales offices serve distributor and 
jobber markets across Canada. 


Although Valvoline is not a large part of 
the total Company, we anticipate it will 
enjoy substantial growth in both sales 
and profits. Valvoline has recorded 
substantial increases every year for the 
past five years. We have a working 
relationship with Vaivoline’s 
international operation and, as a result, 
we benefit from its extensive product 


research, quality control and advertising. 


The use of Valvoline lubricants in high- 
performance engines, under rigorous 
racing conditions, has done much to 
win acceptance for the division’s 
products. Valvoline helped sponsor 
Canadian John Cannon as he drove to 
victory in the 1970 Formula A 
Continental Championship Series. 
Valvoline products are used by many 
champions competing in various other 
forms of automobile racing including 
the Canadian-American Challenge Cup 
series, Trans-Am and drag racing. 


Valvoline’s line of rust preventives, sold 
under the trade name Tectyl, is 
marketed throughout Canada. Tectyl is 
used by major automobile 
manufacturers to protect cars shipped 
from the assembly plant. 


Canadian John Cannon, here driving 
his Hogan-Starr McLaren M10B Chevy 
to victory in the 1970 Formula A 
Continental Championship Series, is 
one of many professional drivers using 
Valvoline lubricants. 


The division is undertaking an 
expansion of plant facilities in the 
Vancouver area. A seven-acre site with 
rail service has recently been 
purchased. Construction of bulk storage, 
warehousing and packaging facilities 
should be completed during 1971. 


Recent efforts to expand sales in 
Quebec, the Maritimes and the Prairie 
Provinces have been most encouraging. 
Additional plant facilities for these 
areas are being considered. 


Petroleum Marketing—Operating Income 


Thousands of Dollars 


| Depreciation 


i Tax 
ia Net Income 
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Chemical Operations 


Ashland Canada conducts a nationwide 
chemicals business through the 
Industrial Chemicals and Solvents 
Division and the Resin and Chemical 
Division. 

Industrial Chemicals and Solvents 
Division 

Total sales for the division were $2.3 
million for the period of 12 months 
ended September 30, 1970, equal to 
the volume of business for the previous 
year. Cash flow of $84,000 was down 
from $129,000 in 1969, due primarily 
to increased expenses and highly 
competitive market conditions. 


The division compounds, packages and 
distributes a variety of petrochemicals 
and solvents throughout southern 
Ontario and Quebec to the protective 
coatings industry, foundries and other 
manufacturers. Packaging, warehouse 
and sales facilities are maintained in 
Toronto. 


The majority of this division’s products 
are marketed under the ‘‘Bronoco’”’ 
trade name. The product line includes 
aliphatic naphthas, aromatic solvents, 
refined oils, polybutanes, alcohols, 
ketones, esters, chlorinated solvents 
and solvent blends. In addition, the 
division distributes phthalic acids and 
anhydrides under agreement with 
another chemical company. 


A laboratory technician in the Resin 
and Chemical Division tests a product 
run from the Company’s Toronto plant. 
The facility can produce up to 30 
million pounds of binders and resins 
annually. 


Resin and Chemical Division 


Gross sales for the division were 

$4.76 million for the period of 12 
months ended September 30, 1970. 
This resulted in a cash flow of $367,000 
and net income of $271,000, up five 
per cent and eight per cent respectively 
over the previous year. 


The division operates a chemical plant 
and related marketing facilities in 
Toronto. The plant, which includes four 
reactors and auxiliary equipment, along 
with blending and storage facilities, has 
a capacity of 25 to 30 million pounds 
annually, depending on product mix. 


The plant produces organic and 
inorganic binders for the foundry 
industry and a wide variety of resins for 
protective coatings and inks. 


In addition to its own products, the 
division markets a wide variety of 
chemical and petrochemical products 
produced by Ashland Oil, Inc., in the 
United States. 


The highly industrialized provinces of 


Ontario and Quebec constitute the major 


markets for the division’s products, 
although sales are made across Canada. 


The division employs a staff of 58, 
including a research and development 
group working in laboratory 

facilities at the plant site. 


Resin and Chemical Products 


furan 
water soluble 
Resins acrylic 
alkyd 
copolymer 
phenolic 
Core oils 
Polyesters 
Urethanes 


Organic and inorganic binders 


Chemical Divisions—Operating Income 
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Financial Results 


Distribution by Class of Business 
(Twelve Months Ended September 30, 1970) 
(Restated) 


eee 


1970 (Restated) 
(Twelve Months Ended September 30, 1970) 


16.1% 


1.1% 


1.7% 


1.9% 


79.2% 


Gross Revenue 

Road Construction & Materials 
Petroleum Products 

Other 

Petrochemicals & Chemicals 


Oil & Gas Division 


Cash Flow 

Road Construction & Materials 
Petroleum Products 
Petrochemicals & Chemicals 


Oil & Gas Division 


Income Before Tax 

Road Construction & Materials 
Petroleum Products 
Petrochemicals & Chemicals 


Oil & Gas Division 


Capital Expenditures 


Distribution by Class of Business 


Road Construction & Materials 


Petroleum Products 


Petrochemicals & Chemicals 


Hard Minerals Exploration 


Oil & Gas Division 


37.0% 
2.0% 
4.0% 

57.0% 


1971 (Projected) 


Ashland Oil Canada Limited and Subsidiaries 


(Successor to Canadian Gridoil Limited and the Canadian subsidiaries 
and Canadian oil and gas properties of Ashland Oil, Inc.—Note A) 


Consolidated Statement of Source and Use of Funds 
a 


For the period of nine months ended September 30, 1970 and the year ended December 31, 1969 1970 1969 
Funds were provided from: : 
petmicomenaterextraordinary. charge in 1969). (0.2. ee ae eee $°3;565,347 $4,343,022 
remeenes ANC re VEL CC ONE TONY: a5 ous Sino oak a cs es ae IRE at eon aN 4,926,181 6,489,485 
Pa tOMmOL CeDt ISSUC EXDENSES: ©. i. 55 necks sean cen er os Se 2,650 3,035 
Re ORO AT LOU pete oA fa Sets Gye coke cE ee Oe EE RE, CDE SO IS, rr ge 1105735 
Bare Re OM ANOS rasa ee shah. vj. oln's UR alae chk Coc BO ee Ce ve Rs APs Se ee ee I3265 fey View le 
feo rommorerminority interest-—Note Fiz... o. 0. falc. do oe wesc le) eke eel obs eos 140,800 
Pxrorainary charce—Note Cus soe yc ceed veecdnaconlees Psat Visual eA ee ee 674,999 


Total Funds Provided from Operations 8,536,978 9 12:262:556 


Issue of 365,000 $2 cumulative redeemable preferred shares oy a subsidiary 
Rie IMEC OLE cree ete) su ce faa ag ou a at oat tay a ne a a Coe Le Uh gla aN SiR naa 7,300,000 
Total Funds Provided 16,138,978 12,262,556 


Funds were used for: 


Property and equipment additions—net.......... ERR een ee, ere cee PER RN rw mie Sree 1,977,103 12,346,136 
TAMESUMMEKESEACs OL CI ASSETS sae. tie cc dit eke watts cc zlarg ie a one eles cca PDT Since cco na Cate aM ears ere 250,018 222,515 
Reduction of investment in Canadian oil and gas properties by Ashland Oil, LOCA eee eee earn 488,237 2,153,873 
Reraele OPS OL Gttetin GEOL. 200.c, ce des cn cs Coos «ca ea eee Mlolge al amee uN areas e WO aU ie ee eee Le ani em 1172-607, 2,259,769 
Pra rGcrCrE DECI er lO SNATCS iio) Ss ule Se a cess vin meno a a ek Sek Ui nale tee a eee Gee 64,942 162,005 
Shares of a former subsidiary distributed as a dividend in kind............. 0... ees cece ccc eee 20,000 
Perr eateelOLL eC KDENSCS NOLS A go oss ov cs ess v.08 ve wiser elaibusta naa vay selene eidlades s Mistoute gear ae 92,196 


Total Funds Used 10,045,103 17,164,348 


iictease (aecrease) in working capital for the period... 5s... ewe ee acne sews nun en veemvene 6,093,875" (4,901,792) 


Adjustment due to pooling subsidiaries having fiscal years ending on different dates—Note A 
Profit not included in statement of income less funds used (principally for property and equip- 
Ga: SO AINA) Cd Sage UES AA ree APO ge oer hae Scosche rae eee SR ANE Ts 5 595,472 


Increase (Decrease) in Working Capital $ 6,689,347 & 4,901,792) 


Consolidated Statement of Retained Earnings 
EES ee See EEE EEE Se eee 


For the period of nine months ended September 30, 1970 and the year ended December 31, 1969 1970 1969 
Balance peeinning of period—Note A. . 0c... cece een eae eep dena cence erat sewn te ones ona elses $34,116,148 $30,290,712 
PSPC OMIGIADOTIOG ids Sas o.ce 5 vielaid he's «oie d vy vase ete ateleeataleyeti ea a ne Fa dodges hyardivi om aa eenleis oeIp a 3,585,347 4,843,022 


Adjustments due to pooling operating results of companies having fiscal years 
ending on different dates—Note A | 
Adjustments for periods not included in the consolidated statement of income.................. 489,268 
Elimination of net income duplicated due to changes in fiscal year ends.....................400e - (222,491) 
Net income of Canadian oil and gas properties retained by Ashland Oil, Inc. for 
PATIRUSSHIIOME IN DIODETCS 2 0... nsiee hanes ve ees daw Sena eens gee ends ebge av etbigrs eases ade wa dagewes (412,457) (613,090) 
37,778,306 34,298,153 
ICE ICOMOS DANG se ciciesc fere cs saws eimoye emeee ged vere ocho me delte ene cans nisih diese opie ieee ale inns : 64,942 182,005 
Balance at End of Period $37,713,364 $34,116,148 


SRE ee casa 


See accompanying notes which are part of the consolidated financial statement 23 


Ashland Oil Canada Limited and Subsidiaries 


(Successor to Canadian Gridoil Limited and the Canadian subsidiaries 
and Canadian oil and gas properties of Ashland Oil, Inc.—Note A) 


Consolidated Statement of Income 
ES a a eT A a a a NS Sa EST 


For the period of nine months ended September 30, 1970 and the year ended December 31, 1969 1970 1969 


$10,220,786 $13,535,007 
7,318,347 8,712,789 
23,840,533 27,105,500 
693,455 745,383 


42,073,121 50,098,679 


Yost of sales and operating costs: 


and gas production Exp@hSes rice ete ae ee eens cee ate tinea ne oo ee 2,901,594 3,311,846 

eum products, petrochemicals and chemicalSszne.. see nee ee ee - 5,486,798 7,136,695 

construction and materials: see wear acca sere ee ey oe eee et 19,976,879 22,717,167 

, administrative and general 22 ne resin pence eee Sok eee eo acai rns ee ee 3, 1S74313 2,819,717 

ciation and depletionn. «: 52.6.5 sScip cee tere cane ater cae a eee tec a cree 4,926,181 6,489,485 
9.49) (0) ¢- 1 1(0] 6 IPP I nc Re Sis en nein Moanin Gano oe ae faye a Sue emeAvoaddObe 110; 7S5z 

t including $2,650 amortization of debt issue expenses ($3,533 in 1969)................... 391,808 647,491 


36,981,308 43,122,401 


Income Before Income Taxes, Minority Interest and Extraordinary Charge 5,091,813 6,976,278 

ome taxes—Note E ; 
OT d d-1 1 | Sent PENI Sh Ar eG Sona ba cd anc once uae kM akee mae agsboded 927,401 1,206,740 
Deferred... cc casein odes, grb la ere SRS SC Pati ae Per te ia ecg oe 73,205 251,517 
1,000,666 1,458,257 


Income Before Minority Interest and Extraordinary Charge 4,091,147 5,518,021 


Interest of minority shareholders in the net income of a subsidiary company—Note F.............. 505,800 
Income Before Extraordinary Charge 3,585,347 5,518,021 
Write down of 4% mortgage receivable to nominal value of $1—NoteC...................--.-.-0 674,999 


Net Income $ 3,585,347 $ 4,843,022 


Income per common share* 


Income before extraordinary chareerss.:ssem¢ sss eee eee PANE Ue RE eon 28¢ 42¢ 
Extraordinary charge... <.. sce csate cls cee Stegner te eis Dene ae ee Fal 6Y 
s (S) ol] 1 |. nn en SS 0 Sa sw ud agi pobtAmian MboHucsuma md gerwiaubon 28¢ 37¢ 


‘In the calculation of earnings per common share no provision has been made for the additional common shares which would 
esult from conversion of the presently outstanding preferred shares because the effect of such conversion would be to increase 
‘he earnings per common share. The calculation is in accordance with the requirements of the Canadian Institute of Chartered 
Accountants. : 


\f the preferred shares of a subsidiary company held by public shareholders (approximately 77%) had been outstanding for the 
year 1969, the earnings per share for that year applicable to income before extraordinary charge and to net income would have 
been 38¢ and 33¢ respectively. 


ee] 


See accompanying notes which are part of the consolidated financial statement 
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Ashland Oil Canada Limited and Subsidiaries 


(Successor to Canadian Gridoil Limited and the Canadian subsidiaries 
and Canadian oil and gas properties of Ashland Oil, Inc.—Note A) 


Consolidated Statement of Capital in Excess of Par Value 

eS a I TS EE EET SEE IT « BESTS ESS IE SS PY ES EE NES SES ES EE 0 ar aS 
For the period of nine months ended September 30, 1970 and the year ended December 31, 1969 1970 1969 
eee pe Hint Of Period ==NOte A «0.5, Hic. 35k oote antec Sa bs bynes Claw b seeds ou kdebows be Sie obls $19;035,553'—-$17,830/396 


Excess of par value of 113,410 6% cumulative redeemable convertible preferred shares over par 


maiie*OtelLJo,405 COMmon shares issued On CONVersiOn.. 6... 5 5c a ce dans Sens Coe oes oe oe lees 2,745,940 
Excess of consideration received over par value of 143,739 common shares issued in exchange for 
83,417 $2 cumulative redeemable preferred shares of a consolidated subsidiary—NoteG..... 1,603,657 
Increase in investment in Canadian oil and gas properties by Ashland Oil, Inc. represented by: 
Remncetiouneinvest ed 4m: proDertess «1,40. 2s.kaee eae aia: Van cena e See oa oy eee ke 412,457 613,090 
Advances by Ashland Oil, Inc. for additions to property and equipment, less proceeds of disposals (483:237)2-@193;875) 
Adjustments due to pooling oil and gas properties—Note A..... 0... cence eens 497,894 
eee AU OMT X DOSES = 1 OLGA ancy. ith bux ee Gulia antes Cael a eau an beaks ena a Neue Cate nas (92,196) 


Balance at End of Period $20,969,128 $19,035,553 


See accompanying notes which are part of the consolidated financial statement 


Notes to Consolidated Financial Statement 


Note A—Plan of Reorganization 


Ashland Oil Canada Limited, in which Company Canadian Gridoil Limited and the Canadian subsidiaries and Canadian oil and gas 
properties of Ashland Oil, Inc. are continued as one company, was formed under a plan of reorganization which became effective 
September 9, 1970. Under the plan of reorganization Canadian Gridoil Limited: 


i) Increased its authorized capital to 30,000,000 common shares of a par value of 45¢ each and 200,000 6% cumulative redeemable 
convertible preferred shares of a par value of $25 each, 

ii) Acquired the Canadian subsidiaries and Canadian oil and gas properties of Ashland Oil, Inc. in exchange for the issuance of 

10,106,134 of its common shares, and, 

iii) Amalgamated with one of the acquired subsidiaries to form the new corporation Ashland Oil Canada Limited. 

The reorganization has been accounted for as a pooling of interests, and accordingly, the consolidated financial statements for the period 
of nine months ended September 30, 1970 include the results of the acquired operations for the nine month period and the consolidated 
financial statements for 1969 have been restated on a comparable basis. 

In connection with the restatement of the consolidated financial statements for 1969, companies having fiscal years ending on dates 
other than December 31 have been combined with the year ending closest to that date. In all cases such fiscal years ended within three months 
of December 31. The Canadian oil and gas properties of Ashland Oil, Inc. which end their fiscal year on September 30 were similarly combined. 
In addition, certain of the companies changed their fiscal year ends from March 31 to September 30 in 1969. As a result certain adjustments 
due to combining operating results of companies having fiscal years ending on differing dates appear in the consolidated statements of 
Income, Retained Earnings, Capital in Excess of Par Value and Source and Use of Funds. 

The adjustments to common share capital and capital in excess of par value resulting from the pooling of interests are summarized as 
follows: 


Common Capital in 
share excess of 
capital par value 
Balance January 1, 1969 as previously reported: 
CHICO. <, . sucoad conde a tine des Oars HOT ORE Teo Ee ons OR On SOnO oun ann omogs Gn naRSn a aaea MOUeDaO ooo cd > arama moc UocuGD $1,201,417 $ 4,983,229 
/Setallerne! Silo allenqs. so Sino) sake a Os Oo ad cS OOS ee NGO tan soars sire sonoton aut eba gui oo cade soscuD s 156721570 Ie 7/22) S35i7/ 
2,873,987 20,705,586 
Adjustment to reflect the issue of 10,106,134 common shares of a par value of 45¢ each ......... 6s eee eee eee AolonloO (2,875,190) 
PT ASCCRRSAIATICO MAN UALY, dl job QOD vs casa a vicioicle « ofelsln ie siorbis, ore. otsrd.on Sotasa as cfowtn nh: ein 9 ead Sintyieja ie Wonrore =) aloro/oiRln v pio nly nibiayv inn oe 8 Seis $5,749,177 $17,830,396 


27 


onsolidated Balance Sheet 


Assets 
September 30, December 31, 
1970 1969 
Current Assets 
Cash-and short-term: deposits 2b, Sareea ee ot a, ee ey Reel or EMR ties Meaney dd oc, Sarco aka? $ 3,045,096 $ 3,826,199 
Accounts receive) e227 i rs earn, eee rae drew 198 AR toate eR eM VA Ser) oie, ev es oe 10,633,173 11,616,132 
Construction completediand int prosress.atcontract price@S cen met on a ns ses esate ne cle 2,832,006 2,607,178 
Inventories--N OG 1B i525 irate ne ete entre hs ee ce cee ts Or SR le cog a 2,631,413 2,030,195 
Tender deposits and:prepaidsexpenses ee es ee ee ee ee 653,088 699,991 
Due from: parent. COMM Pair yicis ee peret per eee te ae ar ts ee re he Rem A Soe 876,418 


Total Current Assets 20,671,194 21,279,695 


estments and Other Assets 


eposits and ‘SUNdryii eat) sae car tet eh ee ee ea oe eee am aN CS a Se 239,318 210331 
.ccounts, notes and-mortgages receivable —Note'C 1 a. ie ccs tan sede ee see eet lis de bes 500,365 374,656 
Research expenditures: sce ee ee epee a ee a ek ee Dr ewe ele Ok Sina, fs 275,000 100,000 
Investment in-othen companies at Costes geese po en ee eer es, 683,725 193,272 


1,698,408 944,259 


-roperty and Equipment 


Petroleum, natural gas and mineral properties—Note B................... 2. ccc ccc cece ccc cece eens 79,459,173 74,027,026 
Equipment—on the basis of cost 

Proc ution sete ce, cig og mek es asa Ree es Wee ee 3 ee POE See tt et ame RN eo 16,145,374 15,806,389 

Marketing. cee etc icra a a re oe ee At eS eee Ne Stes ATR ohne Che 2,015,899 1,885,915 

Road building 928 Aras oie nee nae ian ee eet oe RP OR en Ree oe tee 18,675,533 17,187,654 

(Ott =| ee eRe tres Sees elt a IIE Meee PRR ee Nts ae Pe nr Wi Re tee Rr ke Oo eo 1,113,494 653,433 

117,409,473 109,560,417 

Less allowances for depreciation and depletionv:: s2----5---- = 55 s-  e e 48,672,925 43,639,611 

68,736,548 65,920,806 

$ 91,106,150 $ 88,144,760 


en errr SSS SSS 


accompanying notes which are part of the consolidated financial statement 
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Liabilities and Shareholders’ Equity 


September 30, 
1970 
Current Liabilities 
SUSTIS THATOICS SN UETS GY ELGAR. 0 A Sem a ogee a ein MAE re ADP rae ice RE eae ie ine ern 7 $ 1,978,063 
Bceountspavay| c-and-accrued liabilities <5... 2s... os pac end ei os te ee 8,545,605 
PaO CMAN SEO AUC OL Cheatin 2 net hos Ness he ene oe Uae JET AG a ure armeraee Orns eae emer ean 1,116,044 
GriEren. potion. on.ong-cterm debt—Note De... oa bet eens ee ee ee ee 1,607,567 


BU POLeORIAT eC MULC OLD ANY siti. fi yc a cin Gw tras < Fe teud eek ea RE CP ere nee 302 Ron 
Total Current Liabilities Se 2 472279 


Long-term Debt—less current maturities—Note D..... 2... 6c ccc cee eee eens 2,924,115 
Deferrediincomeslaxes=NoOte Eran aie ares seas een Se Lad ee hectare eos cates oR Re tous 2,501,194 
Minority Interest in a Consolidated Subsidiary—Note F.................0 0.00 c cece cece eee ee 5,772,460 


Shareholders’ Equity—Notes A and G 
Share capital 
Preferred shares 
6% cumulative redeemable convertible preferred shares of a par value of $25 each 
Authorized and issued 200,000 shares; outstanding 86,590 shares...................... 2,164,750 
Common shares, par value 45¢ per share 
Authorized 30,000,000 shares; issued and outstanding 12,919,688 shares (12,775,949 


eed BE Leh? BS Sr UR al reg CaO TVS AA yet rN sn eae aoe ec oe Res cone CaN DRI MNO 10 ORE iio mL LN We are a 5,813,860 
SATE CXCESSeO ls DAT Val UC sito veh ete. ok oe RCT oko eee en tram tem aa Cigale Seley hors ciate 20,969,128 
ROTAIIICUNCANT EOS nett To cue on eeyh ak RM ESB Tew Be ge eI lt 7 NGO Mae I eB cal Son 2 37,/13,364 


Total Shareholders’ Equity 66,661,102 
~1 91,106,150 


APPROVED ON BEHALF OF THE BOARD: 
YL IA Plehet /e24. Director 


Ve Director 


December 31, 
1969 


$ 1,968,450 
8,740,444 
1,001,819 
1,758,674 
7,075,740 


20,545,127 
4,103,625 


2,430,380 


2,164,750 


5D, 7/4977 
19,035,553 
34,116,148 


61,065,628 
$ 88,144,760 
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The amount of retained earnings resulting from the pooling of interests is as follows: 
Balance January 1, 1969 as previously reported: 


GridOil . oo. oo. ccc cu see vaivianiie olive o bldvieve’apecew « etellspere:atiaveaste yale) avevauasetodyoltls oreteusis alesel cue eltianelsvettemeh ete ate state =i CNte yf tet epee teeta een ee $ 3,728,51! 
Ashland Subsidiaries. <... oc. cc.c6 ccc: ec es duie acscerel sae d gave e vista, aiay ols oqarstaisye @ ousitebes clon ID/OE (ole ret ora e SEDATE et RE Een eaten aan eee 26,562,19: 
Adjusted balance January 1, 1969 2 oo occ ciara c ecto verate weg erery av olev scare o7 oe Ee ope SPENSE te ole Senn eG eee ee $30,290, 71: 


Amounts included in the consolidated statement of net income for the operations acquired by Canadian Gridoil Limited from Ashland Oil, Inc. ar 
as follows: 


For the period of nine months ended September 30, 1970 and the year ended December 31, 1969. 1970 1969 
Nei sales and operating revenues.......... i eee enn rs ee Volsaat jciocet Game saostkgescone: $39,162,195 $46,314,098 
N= a annexe) 1 01 = en gr eS erento shor cae CHAS vudecoctorns aedceoduoe Seuasecesa= 3,255,484 5,056,81. 
Earnings per share of common stock (after providing for dividends on preferred shares, issued in 1970, 

by an acquired subsidiary). 2. <.cc.. 200 ce nc bes aie ere nieteee sy ance erese ule Ole age ce een ee 25¢ 39¢ 


Reorganization expenses in the amount of $92,196 incurred by Canadian Gridoil Limited have been written off as a charge against 
capital in excess of par value. No reorganization expenses incurred by Ashland Oil, Inc. have been charged to the companies. 


Note B—Accounting Policies 


PRINCIPLES OF CONSOLIDATION—The consolidated financial statements include the accounts of all subsidiary companies. The accounts of a 
United States subsidiary have been translated to Canadian dollars at appropriate rates of exchange. All significant inter-company transactions 
and accounts have been eliminated upon consolidation. The minority interest in preferred shares of a subsidiary company together with 
dividends thereon accrued from the date of the last semi-annual dividend payment date, July 2, 1970, have been provided for on consolidation. 


|INVENTORIES—Inventories are valued at the lower of first-in, first-out cost or market and consisted of the following: 
September 30, December 31 
1970 1969 


Petroleum products, petrochemicals and chemical Sie sey accra) esenei etertee eeeeeeee is aS eaters nT ee oe $1,051,067 $1,001,23! 
Development and operating supplies and materials 22 2.) 22 scree each orate loee are eee a eee 1,580,346 1526:95) 


$2,631,413 $2,530,19! 


FULL COST METHOD OF ACCOUNTING—The Companies follow the full cost method of accounting whereby all costs relative to the exploration 
for and development of oil and natural gas reserves are capitalized. Such costs include lease acquisition costs, geological and geophysical 
costs, carrying charges on non-producing properties and costs of drilling both productive and non-productive wells. These costs are depleted 
by the unit of production method based on estimated proven oil and gas reserves. Depreciation of production equipment is computed in a 
similar manner. 


DEPRECIATION—Depreciation of plant and equipment (other than oil and gas production equipment) is determined generally on a straight 
line basis over the estimated useful lives of the assets. : 


CONSTRUCTION INCOME—Income on construction contracts is recognized on the percentage of completion method. 


Note C—Lease Commitment 


__ The Company has a lease on an office building which expires in 1973 (with an option to renew). Under the terms of the lease the Company 
is required to pay all operating expenses (which approximate $135,000 per year) and an annual rental of $245,000. The major portion of the 
premises is currently subleased at annual rentals aggregating approximately $240,000. 


___ The Company holds a 4% second mortgage due in November 1973 on the office building referred to above. In the opinion of management, 
if the Company is forced to foreclose on this mortgage in 1973, the economic value of the building will be insufficient for the Company to 


alle a substantial portion of the mortgage receivable. Accordingly, the mortgage receivable was written down to a nominal value of $1 in 


The Company intends to pursue negotiations with the mortgagor relative to its position with respect to the office building. 


Note D—Long-Term Debt 


September 30, 1970 December 31, 1966 
Amounts Amounts 
due within Long-term duewithin Long-tern 
one year portion one year portion 
Bank loan’ payable invannual instalments of 7/0; O00 eee $ 70,000 $ 140,000 $ 70,000 $ 140,00 
Bank loans payable in monthly instalments of approximately $134,250, secured by 
the assignment of interests in certain producing petroleum and natural gas properties 
under Section S2iof the: BamksActy, cc je reece nce enero area re 1,394,595 1,778,308: 1,611,000)" 23757741 
7% mortgage payable iniannualinstalmentsiof 6) O00) eer eee 6,000 36,000 6,000 42,00 
Notes payable/on equipment purchtaSesis smrtrr rie teeta ann er 14,472 SYD_S307/ 71,674 39,20 
5'2% sinking fund redeemable notes, Series “‘A” due July 1,1976......................... 122,500 937,500 1,125,00 


$1,607,567 $2,924,115 $1,758,674 $4,103,62 


The sinking fund requirements of the 5’2% notes have been partially satisfied for 1971, the balance of $122,500 is due ANUINY Ale TUS yr AL 


The amount of $187,500 is due annually thereafter. The note discount and issue expense is being amortized by the straight line method over 
the term of the notes. 
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Note E—Income Taxes 


For income tax purposes: 


i) The companies are entitled to claim capital cost allowances in 
amounts which may exceed the related depreciation provisions 
reflected in the accounts. 


ii) Ashland Oil Canada Limited and its oil and gas subsidiaries are 
entitled to claim drilling, exploration and lease costs in 
amounts which may exceed the related depletion provisions 
reflected in the accounts. At September 30, 1970 after such 
claims approximately $14,750,000 of drilling, exploration and 
lease acquisition costs remain to be carried forward and 
applied against future taxable income of these companies. 


The Canadian Institute of Chartered Accountants has recommended 
the income tax allocation method of accounting whereby the income 
tax provision is based upon income reported in the accounts. 


The companies have followed the tax allocation method for timing 
differences referred to in (i) above. Management, however, does not 
consider it appropriate to apply this method to timing differences 
referred to in (ii) above. This view conforms with general practice in 
the oil and gas industry and is accepted by accounting authorities 
outside Canada. 


If the tax allocation basis for all timing differences had been 
followed in current and prior periods the provision for deferred taxes 
would have been increased and the resulting net income decreased 
by $1,371,000 in the period of nine months ending September 30, 
1970 and by $1,663,000 in the year ending December 31, 1969. 


On a cumulative basis to September 30, 1970 deferred income taxes 
would have been $14,801,194. 


Note F—Minority Interest in a Consolidated Subsidiary 


During 1970, a subsidiary company, Canadian Ashland 
Exploration Ltd. (formerly Ashland Canadian Oils Ltd.) issued 
365,000 $2 cumulative redeemable preferred shares of a par value 
of $20. The effect of the transaction was to reduce indebtedness to 
Ashland Oil, Inc. and increase working capital by $7,300,000. 

On September 14, 1970 Ashland Oil Canada Limited acquired 
83,417 of the preferred shares from Ashland Oil, Inc. in exchange for 
the issuance of 143,739 fully paid common shares. (See Note G) 

The minority interest represents the par value of the preferred 
shares held by public shareholders (approximately 77%) together 
with dividends accrued since the last semi-annual dividend date, 
July 2, 1970. The annual dividend requirement on preferred shares 
held by the public is $563,166. 

Under an agreement between Ashland Oil, Inc. and S. C. Nickle, 
Sr., 71,410 of the unissued preferred shares of Canadian Ashland 
Exploration Ltd. have been reserved for possible issuance in 
connection with an option under which Canadian Ashland 
Exploration Ltd. or Ashland Oil, Inc. may acquire 177,516 common 
shares and 18,580 preferred shares of Ashland Oil Canada Limited. 


Note G—Share Capital 


The preferred shares are convertible into common shares of the 
Company on the following basis: 
2.06 common shares for each preferred share to December 2, 1973, 
and 
1.98 common shares for each preferred share thereafter to and 
including December 1, 1978. 
As at September 30, 1970, 178,375 common shares are reserved 
for conversion of preferred shares. 


On September 14, 1970 the Company acquired 83,417 of the $2 
cumulative redeemable shares of a par value of $20 issued by a 
subsidiary company in exchange for the.issuance of 143,739 fully 
paid common shares. (See Note F) The amount of $1,603,657 
representing the excess of the par value of the preferred shares 
acquired over the par value of the common shares issued has been 
credited to Capital in Excess of Par Value. 


Note H—Retirement Plans 


Ashland Oil Canada Limited is continuing to operate the 
retirement plans which were in effect in certain of the predecessor 
companies prior to the amalgamation. At September 30, 1970 the 
unfunded liability under one such plan was $225,000 which has not 
been provided for in the accounts except to the extent of monthly 
instalments of approximately $1,500 which have been charged to 
operations at the time of payment. 

Other retirement plans which are being continued are contributory 
retirement plans for certain salaried employees and company 
contributions represent normal costs, as the plans are fully funded 
with respect to prior service costs. Under these plans it is the policy 
to fund costs as accrued. 


Note |[—Remuneration of Directors and Senior Officers 


Direct remuneration of the Company’s directors and senior 
officers for the period of nine months ended September 30, 1970 
amounted to $268,656. 


Ee RON:S a eect Ne a) 
CHARTERED ACCOUNTANTS 
CALGARY-ALBERTA 


To the Shareholders, 
Ashland Oil Canada Limited 


We have examined the consolidated balance sheet of Ashland Oil 
Canada Limited and subsidiaries as at September 30, 1970 and the 
consolidated statements of income, retained earnings, capital in 
excess of par value and source and use of funds for the period of 
nine months then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. 

The financial statements for the year ended December 31, 1969, 
which are presented for comparative purposes, were examined and 
reported upon in part by us, and in part by other Chartered 
Accountants. 


In our opinion these consolidated financial statements present 
fairly the financial position of the companies as at September 30, 
1970 and the results of their operations and the source and use of 
their funds for the period of nine months then ended, in 
accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Ser es 


Chartered Accountants 


Calgary, Alberta, Canada 
November 6, 1970 
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